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The purpose of the current research is to study the basic indicators of the Bulgarian capital market and to compare different approaches for calculating the expected rate of return and beta. Basically we study and compare four methods for beta calculation. Our first purpose is to show that the distribution of return of securities on  Bulgarian market is not normal. We calculate skewness using the formula: 
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where:
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 is the return t. 

 n is the number of periods;

 μ is average of the return;
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 is the standard deviation.

After that we calculate the four betas:

1. Traditional Sharpe-Lintner beta:
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2. Estrada’s downside beta:
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3. Beta based on absolute deviation:
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4. Beta divided on downside and upside beta
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Where w is the weight, the upside beta is:
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To estimate if beta is appropriate measure of risk we calculate the coefficient of determination (R2 ) from the regression equation:  
(7)
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where:
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 - average return of company i; 
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 - Coefficients of the regression;
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We use for the test the data from Bulgarian Stock Exchange. We took the prices of all securities for the period 01.01.2005 – 19.06.2009. We have sorted stocks according to the numbers of days they were traded for the period from 01.01.2005 to 19.06.2009. We use the top 40 companies according to that criteria and all our conclusions are based on these 40 companies. We have calculated weekly return for the top 40 companies and all calculation are based on weekly returns. 
The study of the skewness shows that there is a skewness of the return on Bulgarian capital market. 37 from 40 companies has positive skewness measured by (1) and 3 has negative. The positive skewness has values between 0.09 and 4.04 and the conclusion is that there is high skewness on Bulgarian capital market. 
As we expected the relation between traditional Sharpe-Lintner beta and expected return is low. The coefficient of determination (R2 ) is less than 1%. R2  is higher when we use Estrada’s downside beta (7.9%) and highest when we use beta based on absolute deviation (8.4%). The combinations between different weights of downside and upside beta do not give better results than downside beta alone. The conclusion based on estimation of R2  is that beta has low explanatory power for variability of the return. When we estimate expected return on Bulgarian capital market it is better to use alternative betas (Downside beta or beta based on absolute deviation).
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